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From the perspectives of behavioral corporate finance, this paper makes an 
empirical study on the relationship between managers’ overconfidence and corporate 
financing behavior, on the basis of theoretical analysis. The original sample is from the 
2007-2010 annual data of the A share listed companies on Shenzhen Stock Exchange. 
And the study has shown that: First, managers’ cognitive bias of overconfidence does 
exist in Chinese listed companies. Second, there is a positive correlation between 
managers’ overconfidence and the level of corporate liabilities lever, especially when 
the cash flow is insufficient. Third, the results also show that there is a no significant 
positive correlation between managers’ overconfidence and the long-term liabilities. 
This phenomenon may be caused by equity financing preference, underdeveloped 
enterprise bond market, the trend of short term bank loans and imperfect legal system. 
This paper uses managers’ overconfidence to explain the phenomenon that 
traditional finance theory can not explain, it’s useful to the development of corporate 
finance theory, and it also provides a new approach to the study of corporate financing 
behavior. In addition, based on the background of Chinese institution and the listed 
companies’ actual situation, this paper design an indicator to measure managers’ 
overconfidence based on the listed company earnings forecast system. In comparison, 
the indicator is more comprehensive, objective and stringent. It can rich the indicators 
of managers’ overconfidence, and provide a reference tool for the related researches. 
According to the conclusions, this paper also puts forward some policy suggestions: 
First, establish an effective mechanism to constraint managers’ overconfidence. Second, 
strengthen the companies’ cash flow management. Third, perfect the companies’ 
governance structure, strengthen the internal supervision and balance. Fourth, develop 
the market of long term debt. 
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